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Perry confirmation hearing set for tomorrow

William Perty, President Clinton’s nominee to head the Defeasc Dept, goes before the Senate Armed
Sctvices Committee tomorrow for confirmation, a process not expected to tske more than one day.

Perry was nominated 3 weck ago Monday to almost universal verbal approval from SASC
members, and is expecied Lo sail through the confirmation process. Republican SASC members
yesterday said they would grill Petry on President Clinton's budget cuts, but didn't expect any obstacles
to his confirmation.

Quick action an Perry's nomination will make it possible for him to ptesene the already-crafted
fiscal year 1995 defense budget o Congress as his own, avoiding delay. The budget is slated ro o to
Congress next Monday.
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SEN. NUNN (Sounds gavel.) The
committee will come to order.

The committee meets this morning to
consider the nomination of Dr. William J.
Perry to serve as the secretary of defense. And
I want to welcome you, Dr. Perry, this
morning. We're glad to have you, and I offer
Yyou congratulations on behalf of the whole
committee for your nomination by President
Clinton.

1 also want to extend a warm welcome to
the members of Dr. Perry's family who are
with him here today - his wife, Lee (sp) ~
Lee (sp), if you will just hold up your hand;
and their son, David; their daughter, Robin _
and her husband, David Allen (sp); and Robin

- . and David's daughter and Bill andLee's - = . .
granddanghter, Heather. We're glad to have all

of you.

Bill Perry is well known to the members of
dliseomminee.}lehulndavery
dlsnnguxsbedameringovmcmsemce
private business as well as academia. He
served as director of defense research and
ﬂlgineeringmdmenulmdenmnyof
defenseforresurchandwxineeringfmm
1977 until 1981. Before returning to
government service a year ago, Dr. Perry was
chairman of the Technology Strategies and

Alliances, a professor in the school of
engineering at Stanford University, and a
co-director of Stanford's Center for
International Security and Arms Control, Last
March, he became deputy secretary of defense
under Secretary Aspin.

If confirmed, Dr. Perry will be assuming
this important position at a time when the
defense department is facing significant and
increasing challenges. These challenges include

* maintaining the high quality of the dedicated
. men and women in our armed forces today;

ensuring our military forces are fully capable
and ready to carry out their assigned missions
today and in the future at the same time that
we are reducing the size of our military forces
very significantly; bringing home a significant
portion of our forces from overseas and
continuing 10 reduce the defense budget each
year; developing a strategic partnership with
Russia and encouraging defense conversion in
Russia, Ukraine, and other countries of the
former Soviet Union; maintaining stability on
the Korean peninsula and preventing the
proliferation of nuclear weapons in North
Korea and northeast Asia; forging new security
relationships between NATO and Eastern
Europe; dealing with the complex issues
relating to U.S. participation in and support for
United Nations peacekeeping and peacemaking;
completing a thorough review of and making
needed changes in the assignment of roles and
missions in the armed forces; and of course,
‘working with Congress to streamline and
reform the defense acquisition process, an
effnrttlmisvexyfardownmemadnow.
thanks to the leadership of Dr. Perry and
Athers. Senator Glenn and I have set joint
bearing between the Government Affzirs and
Armed Services Committee, and we are hoping
10 get an acquisition package, reform package
Mwm. '
Our budget situation makes all of these .
challenges more formidable. The fiscal year
1995 defense budget will represent the 10th
consecutive year that the defense budget will
decline in real terms, Since fiscal year 1985,



the Defense Department s PUFCLASILE powe:
has been reduced by one-third, 33 percent.
Active duty personnel have been reduced by
520,000. DOD civilian employment has been
reduced by 200,000, Spending on procurement
of new weapons and equipment has gone down
by 60 percent. And we are closing dozens and
dozens ofnﬁli:arybasuinmisemmtryand
many more overseas.

The bottom-up review completed by
Secretary Aspin last September ealls for
further reductions in our defense establishment
over the next five years, Dr. Perry, you know
aswellasanyofunba:tbeﬁsulsimaﬁon
the Defense Department is not going to be
<asy; it's going to be very difficult.

Aspin’s bottom-up review concluded that his
recommended force structure would cost $13
billionmorethandumoumsprovidedmme
administration’s fiscal 1994 budget and its
projected five-year plan. That shortfall is in
addition to the shortfall for the pay-in inflation
assumptions, which have already been proved
to be unrealistic, built into last year's budget
and the five-year defense plan, a shortfall
which has been estimated by the Department of
Defense at approximately $30 billion, We look
fomrdloeumhingﬂ:een:mtowhichﬂme
shortfalls have been corrected when the budget
is presented to Congress next week.

The new discretionary caps for fiscal year
1994 through 1998 which were signed into law
last year will require reductions of about $70
‘billion in the administration's planned
discretionary budget over the next five years,
This includes both defense and domestic
discretionary expenditures. These caps will put
enormous pressure on the defense budget this
. Year and in the future. ] think and have .

thought last year and made several-efforts last
year that were unsuccessful because we have to
have 60 votes for this. Fifty, s majority, is not
sufficient. We did get a majority twice,
Senator Domenici and 1 will introduce the
fegislation again to put back up the firewalls
lhnwmheﬂeuformreeyunhnmno
longer in effect. I think we need to Jook
seriously at putting these firewalls on defense
spending back in place to eliminate the
imevitable temptation to increase spending for

- FLUETATS Oy cuting tie defense budget, |
believe and have felt for some time, and it
worked this way for three years, that any
defense cuts below the president's budget or
below the budget resolution as passed by the
Congress should be applied to the deficit. So
this is a marer that affects the deficit as well
as the defense budget.

Dr. Perry bas completed and submitted all
the material in support of his nomination
required by the commitise. The committee has
received Dr. Perry's background questionnaire
concerning biographical, financial and other
dnformation &5 well as the. required opinions
from the general counsel of the Defense
Deparument and from the Office of
Government Ethics. Senator Thurmond and |
will review the FBI report as soon as it is
available; and Senator Thurmond, I've been
informed that that report will be available
today.

Dr. Perry has also submirted written
answers to 8 number of policy questions which
were submitted to him prior to this hearing.
These answers were distributed to members of
dmcommineeuaoonumcyweremeived.
Without objection, Dr. Perry's biographica!
and financial information as well as his written
answers to the committee’s advance questions
will be made s part of the record. '

In closing, I want to scknowledge the
“tremendous contributions tha Secretary Aspin -

security.

As secretary of defense for the past year,
Secretary Aspin established a foundation for
the restructuring of our defense establishrent
through his bottom-up review and made
important strides in integrating women more

-+ " Jully into the military services. As a member
ofﬂerquseArmedSeMequinee_for
| nyanandchdmnfordzhtyun.l

workedwi:thAspinoverandomqainin
vuydiﬁnﬂt,dem:nding

--heenlviaomluderhtbeCon;{mfon

“strong and effective nationa! defense. All of
lhhonﬂ:ismminee.llhink,mmﬁdto
l.aAspinforhiuervieemo\nmﬁon.lndwe
wnhhhnwnﬁmednmminhisﬁm '
endeavors.
LetmeuunnowtoSemtorThurmond,w



ranking minority member, for any comments
he might have, And then, Dr. Perry, we'll go
to you for an opening statemen.

SEN. STROM THURMOND (R-SC):
Thank you, Mr. Chairman, M. Chairman, ]
am pleased to join you in welcoming Dr.
William Perry as the nominee for secretary of
defense. It is also a pleasure to have so many
members of Dr. Perry’s family in attendance
here today.

Althoughithnbeenleutbanaywsince
the Senate voted to confirm Dr. Perry as the
deputy secretary of defense, very many
significant events have transpired. Dr. Perry
has been one of the bright spots at the

~‘Department of Defense of this past year and
proved that our vote to confirm him last
February was a wise one. I am confident he
will not disappoint us if we recommend his
confirmation to be the secretary of defense.
There are, however, a mumber of troubling
issues facing the Department of Defense, and I
hope these hearings can help to clarify the
direction the department will be beading under
Dr. Perry's leadership.

We need his insight into such issues as the
president's remarks in his State of the Union
Addrmthatwchavenndefensccnoughmd
it will not be cut further, Did the president

) mean that he would hold the line on the figures
generated by the bottom-up review or not
reduce spending below the 1994 level or not
Cut more than originally planned to cut over
the next three years. This is an issue which
concerns me.

We would also like Dr. Perry's opinion on,
first, the implementation of the
recommendations contained in the bottom-up

. Teview. Next, the new alignment of Guard and

- Reserve missions and what, if any,”changes’

" must be made in the laws to make this new
alignment work as beneficial as possible for
national defense. And, next, the new
Depm:mofbefemedirecﬁvuandguidame
on gays in the military and how well it
conforms to the statute we passed last year.
And,mn,ﬂuvkionhehufortoduy'l
mﬂimyinlworldofmgionﬂcmﬂicumd
international conditions

. Mr.Chairma.n,uv;em:mpﬂom'umn

the world's best- equipped, best-trained and
best-motivated armed forces, as the
Department of Defense buying power is
dwindling with starting rapidity, it is our
responsibility to make certain we do not allow
men and women in uniform to become an
under-trained, poorly-led, ill- equipped, and
inappropriately-cared-for military force, Dr.
Perry has shown great skill as a deputy
secretary of defense during a very difficult
time. However, the task of being the secretary
of defense will require more vigilance and
breadth of knowledge than he has been called
on to exercise as s deputy, I look forward to
ing his responses to our questions and

again would like to extend a very warm
welcomstobothhim:ndhisﬁnefamily.

And in closing, I'd also like to express my
appreciation to Secretary Aspin for the service
hehasrendcmdmourcmmnyasamberof
the Congress and also as the secretary of
defense and wish him well in the future.

Thank you, Mr. Chairman.

SEN. NUNN: Thank you, Senator
Thurmond. ‘

Dr.Pen-y,weuelgaindelighxedtohave
youlndwelookfomrdtomyemmnemyou
might make before we start the questioning,

MR. PERRY: Thank you very much, Mr.

- Chairman, and members of the committee. It's

A great pleasure to appear before you today,
my confirmation hearings. This is the fourth -
time I have appeared before this committee for
confirmation: first as the director of Defense
Research and Engineering, next as the
undersecretary of defense, next as the deputy

secretary of defense, and now I'm seeking to
bceonﬁrmedulhesecrewyofdcfense.l

- don't know whether four times is 8 new record
- furoonﬁnmﬂonbymmmmu.hnl

hopeifitislunmhieveitmday. Ce e
We all welcome the end of the Cold War

but in the past year we have leamed 1o be less

sanguine about the benefits we hoped for. .-

forces, but the ending of the Cold War has not
bm:;hubanthemdofhiuoq.ﬂktoly

continues to be made every day in the hills of
Bomia.indxedustymeeuofSomﬂh,andh



. ‘?4_. o,

T —

the underground bunkers in North Kores.

Today our forces are deployed around the
globe in a variety of postures: peacekesping,
peace-making, border monitoring, -~
bumanitarian relief, and deterrence through
presence. Some troops overseas are in
garrisons; some are deployed for training. But
this day more than 80,000 are involved in -
active operations, dally engaged in difficult
duties that only they have the skills and the
training to accomplish.

This past year has re-emphasized that ol
threats can pose pew dangers to peace and
security. | refer o the potential for conflict-on
dhe Korean peninsula, The prospect of North
Korea'acquiring a muclear weapons capability

- t0 add to the massive conventiona! military
forces highlights the proliferation problems we
face today. We are continuing aggressive
diplomatic efforts to deal with this nightmare
scenario, but the presence of 100,000 United
States soldiers, sailors, airmen, and Marines in
the Western Pacific is the major factor in the
deterrence of that event,

We have also seen that the road 1o
dunocncylndmbﬂityinkuuhisgoingto
be rocky and twisted. The emergence of
powerful reactionary forces is chalienging

"~ progress toward the building of democratic
instintions and traditions. No national security
issue is more important 1o us and to our
children than a stable government in Russia
dedicated to democracy.

Of course we cannot control the outcome of
events that are unfolding in Russia today, only
the Russian peopie can do that. But we can
have a significant, positive influence. President
Clinton has made assisting Russian democratic

-.reformnopmﬁomlsemmyprioﬁrymdthe
Department of Defense has played a key role

*dn this effort. We have initiated efforts 1o -
facilitate a safe and speedy reduction in the
muclear forces in the countries of the former
Soviet Union. The trilateral miclear agreement
secently signed by Presideats Clinton, Yeltsin
and Kravchuk is one concrete result of these
actions. We have initiated actions to assist
U.S. businesses in their effort to convert
Russian defense enterprises to the production
9fmmmerchl products. We have promoted
i

——— - —— —_

military-to-military contacts at every level,
But whatever happens in Russia, the

military will continue 1o be an influential

- institution and we want 1o do what we can do

to encourage the Russian military to be a force
for reform, not an opponent of reform. Also,
President Clinton's leadership has been
instrumental in launching the Partnership for
Peace with NATO, and the department will
have a key U.S. role in carrying out the

practical implementation of this Partnership for
Pea

ce.
All of these efforts are dedicated to
#upporting our efforts to integrate Russia with

-the rest of the world and to jock-in democratic
- - reforms already achieved. But these efforts are

conditioned on progress. We must stay
engaged with our allies in case the process is
reversed. But we must be patient and not be
deterred by temporary setbacks,

These are just several examples of the
important and diverse missions that the United
Suzesmﬂjurykpﬂfomingmdwﬂloonﬁme
10 petform in the post-Cold War enra. All of
tbe.semissionsmocmminginlpeﬁodof
declining defense budgets. This decline is
consistent with the reduced threat to the United
States and to United States' interests, bur it
doupmemmwithverydifﬁnﬂtpmblemsof
managing our assets and managing our forces
during this transition.

Historically, we have not managed well
with such budget declines and attendant
downsizing, and these experiences are well
known and documented. The rapid contraction
after World War II gave us forces which were
lmdaqwetoﬂ:echauengeofﬂuometofme

- Korean War. The post-Vietnam downsizing
~-gave us the infamous hollow forces of the

‘%.»Mﬁnn.wemuﬂguhﬁghlorwe

" will pay the costs later, either in blood or in -

freasure. Winston Churchill during the Second
.Worlquweonfmmdbyomofhls
subordinates complaining about some
American action, and Churchill told his
mbordiwenottobeconcemed.mmmd.
“TheAmcdmmwillalnyldoﬂnrish!
thing afier having first exhausted all other
alternatives." (Laughter.) 1 hope and believe
that we have exhausted the alternatives of bow



to do the downsizing wrong, and at this time
we will get ft right,
This is & daunting challenge facing the

- secretary of defense today, and | fully

understand the difficulty of this challenge. I am
proud of the confidence shown me by .
President Clinton in asking me to undertake the
responsibilities of the United States

of defense. Broadly summarized, I see those
responsibilities falling into six areas. First, the
secretary of defense has the responsibility to
oversee the joint staff and our commanders in
chief in the field in their direction of military
operations. If ] am confirmed as secretary, |
pledge 1o give first priority to reviewing and
assessing our war plans and our deployment -
orders, and I pledge to provide the required
support to CINCs as they direct our forces in
the field.

Second, the secretary of defense has the
Tesponsibility to ensure readiness through
oversight of the services as they equip and
train our forces. They are, as President Clinton
said, the finest military our nation has ever
had. If I am confirmed, I pledge, along with
the president, that they will remain the best
equipped, the best trained and the best
prepared fighting force on the face of the
Eanth :

Third, the secretary of defense must be a
key member of our national security team.
President Clinton in his recent summit
meetings demonstrated the vision that we need,
butthcwatenhereu'etmlylmchanad. and we
owe the president our best advice and counsel
in planning strategy as we maneuver through
the shaals of the post- Cold-War era. If

« confirmed, I pledge to work constructively and

with the best of my ability as an active
memberofdmmﬁomlmritytejm, fully
engaged on all issues of significance to our
national security,

Fourth, the secretary of defense is
tupomiblefordaemﬂiu.rycomponennofw
uﬁonalmirym:cgy.'lhhnquimwong
lehﬁomwithlndrupec(formmﬂimy
hdmhipsoﬂmweunmkeﬂnfullnseof
their talents and expertise with the best ideas
and options. Secretary Aspin left us with an
excellent legacy in his bottom-up review. We
i

] Willb%ﬁldontha:excellembase.lfconﬁrmed, -

I pledge to lead a strong team effont, military
and civilians together, in the department to
Prepare the military strategy and options that
we need for the future,

Fifth, the secretary of defense must prepare
for approval by the president and the Congress
the annua| defense budgets which make those
difficult resource allocations and program
decisions. If confirmed, I pledge to work with
the military and the Congress in that effort, but
lwillnotshirkﬁ'ommkingmetoughchoices
becessary to ensure that we provide the nation
withthemdyforcumrytourryout
our military strategy.

- And, sixth, the secretary of defense must

manage resources, particularly during this
difficult drawdown period. If confirmed, 1
pledge to institute innovative management
techniques to vigorously foster acquisition
reform and to preserve A necessary industrial
base. I also pledge to come to you in the
Congress 1o seek the help that I will peed to
fulfill this responsibility,

Finally, Mr. Chairman and members of this
committee, I pledge myself to the service of
the men and women who today wear the
lmiformoftheUnitedSmumilimymdto
those men and women who will wear it in the

--ﬁmxre.l.nthel’enngon,inmemirwellneu

my office, is a painting of a soldier in church
praying with his family, perbaps before a
deployment overseas. Below this painting are
inscribed the words from Isaiah, * *Whom shall
I send, and who will go for us?" The men and
women in uniform bave responded to this
nation's call with, **Here am I; send me. "'
Weowelhcm.andlowethem.mybm
possible effort, and they shall have i1,

Thank you very much, .

SEN. NUNN: Thank you, Dr. Perry, for a
vnyﬁmmwmcmunlhingd:ewopeofyour
&peaeddmiuumqofdcfeme,mdl
think that's an excellent presentation of the
luponsibilitieuhuwiubehkingon.

We will go by the normal rotation rule this
morning, and I'll ask the clerk to inform us of
the time as it expires.

Y_mmnﬂonedmel(ornnpenimuh.l
think it's very important for all of us,



mchuding those of us in the United States as
well as our allies, to understand clearly the
goals that we have in the dispute with North
Korea over its nuclear program, In response to
one of my advance questions, you say that,
quote, ° "fundamentally that U.S. sought to
ensure that North Kores could not develop
nuclear weapons and that resolution of the
miclear issue supported and strengthened the
overal! nuclear nonproliferation regime,

Dr. Perry, what do you mean by the words,
quote, * “ensure that North Korea could not
develop nuclear wespons,” end quote. And |

asked that question in light of the fact that the -

secretary, or rather the CIA director has
 testified that, in effect, we don’t know whether
‘North Korea has nuclear weapons and that the
chances are better than 50 percent that they
already have one or more.

MR. PERRY: Specifically, our objective is
that North Korea should conclude an
agreement with the IAEA that provides a
continuity of safeguards on the plutonium
production facilities which we believe that they
have in North Korea. If they — secondly, that
they agree — entertain serious discussions with
the Republic of Korea, South Korea, to
proceed towards an agreement for a
bop-tuciear Korean peninsula. These are our
two objectives there. The — we understand that
theymyhnv:aahievadmemllqmmi:yof
plutonium out of the earlier operation of one of
their smalier reactors, and that it is possible
that they could make one or even two devices,
perhaps even nuclear bombs with this small
amount of plutonium.,

Our attention, bowever, is focused on the
much larger reactor and the determination to

prevent that from going into production so that -

theycqﬂdgetwmemodm:ize.pempsr
dozen or more, of miclear weaporis in the next
few years. We do not know what they bave
done with this small quantity of plutonium that
came out of their test reactor, but as Mr.
Woolsey has testified, it is entirely possible
that they could have taken that and used it to
- make a muclear device or even a muclear bomb.
That is something which we just do not have
solid information on.

. SEN. NUNN: Dr. Perry, you are an

< “txpert in acquisition and I know you have been

involved in almost every commission — the
Packard (7) Commission and others that have
looked at acquisition for — over the years.
Without getting into the details of the reform
program, we have & package of acquisition
reform legislation that we are working on, and
as ] mentioned in my opening statement, we
bope to have that out — both of our
commitiees, Senator Glenn and I - in the
months of April-May time frame.

How much of the acquisition reform that is
undertaken in the — being undertaken in the

- Department of Defense under your guidance is

- requires jegislation? In other words, if 10 is
acquisition reform as you visualize it, how
much of it relates to legislative efforts and how
much of it generally relates to changes that
can be made within the building under the
existing law?

MR. PERRY: Well, we can make
substantial improvements in acquisition without
legislative changes, and we are in the process
of doing that. Now on your scale of 1 to 10, I
would guess that more than half, maybe S or
6, of the improvements could be achieved just
by improving our processes and improving our
regulations. To get the rest of the way, we do
require jegislative changes, and we strongly
support the initiative of this committee in

SEN. NUNN: Senator Bingaman has been
very involved in that and has taken a :
leadership role, as you know, for some time,-
and he will be helping greatly in guiding this
committee's efforts. Also, Senztor Levin has
worked on that long and hard.

- Roles and missions — you are quoted in the
March 8, 1993 issue of Air Force Time as.

~'stating with respect to General Powell's roles

and missions report that it, quote, *‘was a
§ood plan as far as it went, but it didn't go
very far.'" End quote. Could you elaborate on
‘that &nd tell us what you envision in terms of a
roles and missions review? We have the
commission that's going to be appointed under
the legisiation that's passed. Where do you ~
hbroadt:rms.wheredoymmthemlumd
missions effort going? T
MR. PERRY: The - as you have said,



there is legislation now requiring the
establishment of a commission. If I am
confirmed, I would expect to establish that
commission within a few weeks after
confirmation, and set them on the task of
reviewing in the most fundamental way
possible the roles and missions of the military
forces, specifically looking at ways of
changing those roles and missions that can
improve the cfficiency and the effectiveness of
our fighting forces. I would reserve judgment
as to what the nature of those changes may be.
This I will look to the commission to give us
guidance.
. SEN. NUNN: The Nunn-Lugar programs
came from this committee and under the -
leadership of myself and a number of other
senators on both sides of the sisle in this
committee, as well as Senator Lugar and
others on the floor of the Senate. This is about
2 $1.2 billion program and it's come over
three years. As you kmow, the money has
come out of the Defense budget and the aim is
10 help the Russians and other former Soviet
republics get control of the muclear, chemical
and missile techmology and make sure we
avoid proliferation as much as bumanly
possible.

This program has been criticized as having
been bogged down in bureaucracy, and so
forth. You've Jooked at it. Could you give us
just an overall overview of where we stand
with it now and what your plans are regarding
the Nunn-Lugar program? '

MR. PERRY: The funds in the
authorization under the Nunn-Lugar act are in
many ways the most effective tool we have for
dealing with two crucially important problems.
One of them is reducing and dramatically

reducing the threat of a reversal of-reform in + -

Russia and the other countries of she former
Soviet, a reversal, a return to a non-democratic
government. And secondly, they are playing an
sbsolutely indispensable role in the
denuclearization of the four nations in the
former Soviet Union that have quclear
weapons, and that is Russia, Ukraine, Belarus
and Kazakhstan. We have already seen
dramatic developments in that regard in just
the last few months.

L]
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My broad assessment, Senator Nunn, is that
we have underway today a vigorous program,
vigorous non-bureaucratic program which wil}
have — already had s few dramatic results,
including an important contribution to this
trilateral nuclear agreement which was made in
the Moscow summit meeting, and will have
many more dramatic results this year.

SEN. NUNN: Thank you, Dr. Perry, My
time has expired.

Senator Thurmond?

SEN. THURMOND: Thank you, Mr.
Chairman.

Dr. Perry, I think you made a very fine
statement,

MR. PERRY: Thank you.

SEN. THURMOND: Dr. Perry, during the
president’s State of the Union speech he stated
that the Defense budget should not be cut
further. For some time now we have been
aware in order to carry out the strategy in the
bottom-up review, defense budgets over the
next five years are underfunded by $30 billion
to $50 billion. Do you have the funds
necessary in the future years — a defense plan
to implement the strategy on which the
bottom-up review is based? If there is 2
shortfall, how much is it and what do you
intend to do about it?

MR. PERRY: The '94 and '95 budget are
consistent with the bottorn-up review. The
five-year defense plan which we submit with
the fiscal ‘95 budget shows a shortfall of about
$20 billion in the out years beyond fiscal year
'95. That shortfall will have to be met either
by a change in the top line or it will be met by
a change in programming or a change in
efficiency, improvement in efficiency in our
management, or it will —

I should emphasize that what I'm calling a
shortfall really reflects an adjustment of
inflation estimates. And one other possibility is
0 sirmply adjust the budget to accommodate the
4inflation changes. Or, for that matter, when
this becomes an important issue, which is
about a year from now, we may find that the
inflation estimates were not correct, anyway.

So this is an issue which will need to be
addressed and addressed seriously later this
year and it will be addressed at that time with



first of all a better understanding of what the
inflation for the out years is going to be, a

better ability to estimate that, and secondly, by

that time we'll have some better ability to
estimate how quickly the savings we will
achieve from the various management reforms
that are being instituted, including the
acquisition reform. We do not expect
substantial reductions in defense spending this
year from the management reforms. Those will
be benefits that are achieved in the out years in
the budget.

SEN. THURMOND: Dr. Perry, as you

know, there has been concern here about the . -

organizational changes in the Office of
Secretary of Defense ~ OSD — previously
proposed by Secretary Aspin. A recent article
in the Washington Post reported that except for
one assistant secretary of defense position,
only evolutionary changes would be made.
What do you intend to do about the internal
organization of the Office of Secretary of
Defense?

MR. PERRY: Iam-—lbehevethznhe
organization and positions that we have filled
in most parts of the Department of Defense are
in very good shape today, and I plan to build
on them. The one area where I have continuing
concern is in the policy area, and we have
some outstanding people in that area. But we
have, | think, an ineffective organization. And
50 one of the things that I will be doing
immediately upon confirmation is to work
intensively with the leadership in Policy for a
restructuring of that organization which will
give both myself and, I hope, the Congress the
confidence that we will have a much more
effective management of our policy operations.
- SEN. THURMOND: Dr. Perry, we're -

turrently working to reform the laws -~ . .

governing the defense acquisition process
through rapid action on 5.1587, the Federal
Acquisition Streamlining Act of 1993. This
Jegislation, though eritical, is only & first step
fn reforming the acquisition process in the
Department of Defense. How do you intend to
overhau! internal Defense Department
suthorization procedures if we succeed in
enacting this legislation?

: MR.PERRY: This overhaul is already

£ &inderway, Senator Thurmond. We have, first

of all, crested, as you know, a deputy
undersecretary for acquisition reform with a
small office designed to oversee this whole
reform effort. This deputy undersecretary has
treated 3 whole series of what we call process
action teams which are looking at each
individual change which is being considered
and bringing together the key managers in the
Defense Department and in - including the
services and in the Office of Secretary of
Defense, responsible for that in devising
concrete plans for how we change our policies,

-our procedures and our regulations to get this

improvement.
For example, one of our process action

.mmsummemofmhury specifications,
* and this team is well advanced in the process

of devising entirely new procedures by which
we determine when we need to impose
specifications on our equipment and when we
can use, which we believe will be the majority
of the time, existing industrial specifications,
rather than applying unique military
specifications.

SEN. THURMOND: Dr. Perry, the
uniformed services' University of Health
Sciences was established into law, The vice
president's national performance review
recommended closing the university, and you
signed out & program budget decision which, if
issued, would prohibit 2 class to enter in 1994,
Since the university was established in law,
‘amy action to reduce or ¢lose the university is
premature. The viability of the university must
be judged based on its long-term contribution
as well as the short-term costs. Any cost data
must be accurate. I am not sure the vice
president's group received good data. Can we
have your assurance that the department will
not take any action which prejudges the
umofheumpmhwmineewﬂlhold
‘this year?

*  MR. PERRY: Yes. .

SEN. THURMOND: Dr. Perry, vlmis
your impression as to the importance of joint
development and procurement efforts? Are
there specific ties which you can identify with
these efforts and conversion opportunities?

MR. PERRY: The joint development and



procurement programs are ctitically important
in areas like communications and electronic
counter-measures of command and control
systems where the function being performed is
by its very nature interservice. The Ait Force
must communicate with the Navy. The Air
Force must communicate with the Army. And
therefore, our communication, our intelligence,
much of this electronic gear it is extremely
important that it be — the commonality and the
interoperability is extremely important, and the
most effective way of genting that is through
joint programs. Therefore, in that field we
have very many joint programs, and it will
cemuﬂybemyemphaststoseethatthat
emphasis continues.

. In other fields, where the weapons are

- really quite unique to the service — tanks, for
example, submarines — there’s no real benefit
to joint programs. And then finally, there are
fields like tactical aircraft, where the particular
sircraft that's being developed is unique to the
serviubutwhcrethmhanoppormnityfor
very great commonality in the subsystems,
such as the radars, thenmgauonsystems the
communication tystems and in that area we
are also emphasizing joint programs for those
subsystems and components,

SEN. THURMOND: Dr. Perry, in
response o the advance question on the
assignment of United States armed forces to
the operational and tactical control of foreign
commanders, you answered in part, and 1
quote, " “However, if substantial numbers of
U.S. forces participate in a major peace
operation, they will likely remain under U.S.
operational control."* End quote. Would you
define for the committee what you consider
substantial? And would smaller units be -
cominitted under the operational oc tactical
contro! of foreign commanders? ~

MR. PERRY: We have had units of the
United States military under operational control
of foreign commanders in NATO, for
example, frequently at battalion-size level,
which is a good-sized military unit, and
aquadrons. In peacekeeping or peace
enforcement operations, generally we will find
only smaller units being considered or being
under operational control. In general, if the
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unit is to be of significant size, certinly higher
than battalion, we would expect them to be
under the operational control of United States
commanders.

SEN. THURMOND: Thank you, Dr,
Perry. .
Mr. Chairman, 1 believe my time is up.

SEN. NUNN: Thank you, Senator
Thurmond.

Senator Exon?

SEN. JAMES EXON (D-NE): Mr.
Chairman, thank you very much.

Dr. Perry, thank you for the great opening

-statement, and [ welcome you enthusiastically

here today.

MR. PERRY: Thank you, Senator Exon.
SEN. EXON: You said something about
this is the fourth time that you had been before

this committee for confirmation. There's an
old adage that says the third time is a charm. 1
wish to start out this morning by saying I think
the fourth time around will be relatively easy,
and I think all of us hope that we can move
forward speedily on this nomination and get it
confirmed

MR. PERRY: I will associate myself with
that wish, Senator Exon. (Laughter.)

SEN. EXON: 1 simply say that I have
known you for a long time and I can't tell you
how enthused I was, afier the announced
resignation of our friend, Les Aspin, that the
president chose you for this position.
Certainly, in my view, you have the education
and the background and the training, and
certainly the experience to do a truly
outstanding job for this country as secretary of
defense. In fact, I would venture to say that in
my opinion, there has been none of your

. distinguished and talented predecessors in this
 position that come to-us with the credentials.

And for that, we are thankful for the president
for his choice.

There are things that I think we need to go -
Into for the Record so that it is clearly
understood. Although I have not subscribed to
any of them, I have read some statements with
regard to the fact that some wonder whether or
not your past connections with the military
industrial complex, in the investments that you
have in any of the companies that do business



wilt the Defense Departmen:. —ov.. ..
address that matter as best you can? Are there

any conflicts or potential conflicts of interest

that'might come up in your serving in this

 position that ] am confident you will be

confirmed for? I want that set straight for the
Record.

MR. PERRY: Thank you, Senator Exon.
Yes, before being offered the deputy secretary
position, I had positions on boards of several
companies, some of which had defense
programs, and | had stock boldings in
companies with defense connections. And as I
undertook ~ when I became the deputy
secretary about a year ago, that I would divest

.- myself of those holdings and sever my -

connections with those companies, if 1 was
confirmed for that position, which I was and
which I then did.

The only exceptions to that are in two
different areas. First of all, I am on — while I
have no ongoing connection with Stanford
University, I do have & leave of absence from
Stanford, and $0 — and Stanford does have
some defense contracts. Consequently, | have
recused myself and my position for any
decisions made regarding Stanford. In the past
year, there have been no such issues come up,
and 30 there has been no need 10 e exercise

_ that recusal,

Second, while I s0ld all of my stock
holdings in public companies, I also held some
®ock in some small companies through venrure
capital operstions where the companies were
small, private companies that — whose stock
was oot liquid, not marketable. And those
companies ~ ] undertook, then, to recuse

. myself from any decisions or actions relative
lothosecompmieg“dldsovohxnteeredthat;
" -if*-'as s00n as the opportunity to sell the stock

. arose — for example, if any of those

companies' stock would go on the public
market, I would mmediately do that and sell
that.

In the last year, relative to that
commitinent, these — | have heard — I have
been — faced no decisions or for that matter
even beard of any of these companies. They
are all very small and relatively insignificant as
far as the Defense Department is concerned.

1)
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sell the stock, and I have. 1 believe I have no
conflicts of interest which would in any way
fnhibit my ability to do this job.

SEN. EXON: Thank you, Dr. Perry.

MR. PERRY: I should say ] do have —
I've had through the years considerable
knowledge of and connection with the defense
industry and the technology industry. 1 believe
that's been an — will be an asset to me and
belp me understand better the significance of
the technical decisions I'm making and also
assist me in overseeing the downsizing of this

- industry so I~ as ] understand better what it is
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actually composed of.
- SEN. EXON: Let's return to the budget

potential shortfall for just a moment. A month
or two months ago there was considerable
publicity regarding the $50 billion shortfall that
] understood was in the budget over the next
five years with particular regard to defense.
It's my understanding that over half of that has
now been eliminated with the CBO restudy of
what the inflation factor would be, but the Jast
I beard there was still 2 $20 to $25 billion
shortfall in the proposed defense budget. Is
that shortfall still there, and how do you think
we should address it? _ i

"MR. PERRY: Yes, #t is, Senator Exon. -
It's about $20 billion,

Let me be clear that when we're talking _
about shortfalls what we're talking is not .
changes in decision about what program we're ~-
going to execute or even changes in estimating
how much it would cost to execute a program.
We're really talking about the changes that
were introduced by two events. ot

First of all, when the Congress introduced a

-pay raise, that was Bot in our original budget
* assumption, a pay raise for fiscal ‘94, And s0

that raise and its affect on the out years was -
one of the contributors to that, And that
ehange — that problem has been dealt with by
the president us to increase the top
line of the budget for fiscal '95, and that has
The second change comes with the |
estimates of inflation. And this is an issue
which is hard for the people not working in the
budget area frequently to understand. But when
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we make our budget estimates we make them
many years into the future - five, six years
into the future, and we have to estimate what
the inflation will be during that period. And
we do that based on the best estimates
availeble to the government economists at that
time. So we made an estimate at the beginning
of this year and put our budget together based
on that estimate.

Then, as we were putting our '95 budget
together, & new estimate was made by the
government on what the inflation would be for
the outyears. It was a very small difference. It
was like a half a percent or so difference, but
that budget over - that difference over a
budget the size of the Defense Department -

, over five years amounted to a large number,

And during a period of several weeks when
that inflation number was being refined, there
were different estimates as to how big an
impact on the budget it would be. One of them
was 50 billion. One - that finally settled down
to a $30 billion number. And then by the time
the adjustments were made in the top line and
we had the final-inflationary estimate, the
budget was too Jow by $20 billion, as if the
inflation were to be at the level most recently
estimated.

And 50 our budget will come into the
Congress next week with a '95 budget clearly
defining the programming, but for the
outyears, the five years that go out in the
budget, we don't have a specific plan of bow
to deal with that $20 billion shortfall. And my
belief that the proper way to handie that is that
we should handle it later in the year when — as
we are preparing the '96 budget, when we will

have at that time a more accurate estimate of

inflation for the ‘96 period, which could be

. either lower or higher, and as I meationed
.- before, 'we will also have by that time a better

estimate of what — how soon we will be able
to realize some of the budget savings from the
management improvements that we're
introducing now.

We have been reluctant to put a number in
the budget many years into the future of what
savings we're going to achieve from our
management improvements until we start
realizing them.

25 SEN. EXON: Thank you, Dr. Perry.
Thank you, Mr. Chairman. My time is up.
SEN. NUNN: Thank you, Senator Exon,
Senator Warner?

SEN. JOHN WARNER (R-VA): Dr.
Perry, I welcome you and your family. It has
been a privilege for myself and many members
of this committee to work with you over a
number of years. I also wish to commend you
for the acknowledgement that you paid your
family on the day that the president selected
you to undertake this post. And I hope that
same acknowledgement is imparted by you to

- -all the families, military and civilian, n your

department.

MR. PERRY: Thank you, Senator
Warner.

SEN. WARNER: [ want to follow on to
Senator Exon's question. Given this projected
shortfall, are you able to assure the Senate
today that you're able to have the same force
structure that was in the bottoms-up review in
Fiscal Year ‘95 — given that projected
shortfall?

MR. PERRY: Yes, Senator Warner. I
bave committed to achieving the bottom-up
review. The president has committed to
achieving it. What is left to be filled in is the
details of how we will do that in Fiscal *96 and
beyond. But I have confidence that we will be
able to deal with that problem, either by
making the improvements I described or by
getting the ~ g break in inflation or by getting
and increasing the top line, whatever is
pecessary to deal with the problem.

SEN. WARNER: In your commitment to
maintain those forces, you s2id, **To carry
out our nation's strategy.”' Under the
Goldwater-Nickles, we asked the department to
provide the Congress esch year with a strategy
report. This one I'm holding was provided by
the Bush administration in January of '93.
There was no similar document provided the

~Congress in this past fiscal year by the Clinton
administration. Do you pledge to us to fulfill
the Goldwater- Nickles requirement to provide
this document this year in & timely fashion?

MR. PERRY: Yes. o

SEN. WARNER: The Congress has, I -
think, equal responsibilities to review that

11
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strategy and to review those force levels, and
therefore, to do so we need to have in detail
precisely what u is the president proposes to
do. -

MR. PERRY. I should say, Scnator
Warner, that we expect to have — present to
the Congress within a matter of weeks, not a
matter of many months, our latest thinking on
this strategy, and we will be consulting with
the Congress during February and March on
the details of the new national security
strategy.

SEN. WARNER: That's very reassuring
because that is in strict compliance with
Goldwater-Nickles, that timetable.

* 1 want to join others in expressing our
appreciation as citizens to Secretary Aspin for

~ ‘the services he has rendered. And as you

formulate this commission on roles and
missions, you might consider asking if he
would be willing to serve on that. He brings 2
breadth of experience, as you well know, and I
think would be a very suitable member, if 1
might suggest that,

MR. PERRY: He certainly does. 1 thank
you for the suggestion, Senator Warner.

SEN. WARNER: How would you view
the goals of your administration, and
particularly your management styles, as
differing from those initiatives undertaken by
Secretary Aspin?

MR. PERRY: Well, as you know, Senator
Warner, he and I worked very closely together
in the [ast year, and many of the hallmarks of
this administration the past year, and
particularly the bottom-up review and
particularly the budget preparation, were as
much my preparation as his. We worked hand

- in hand in doing these things. So you should -
~ reasomably expect a high degree of-continuity .

in the maintaining and carrying ot the
bottom-up review, in the budget, and in the
emphasis on same of his particular projects
which I strongly associate with, his introducing
in the military for more positions for women,
and in equality and free treatment. Secretary
Aspin, | think, has made profound
contributions in those areas, and I —

SEN. WARNER: We're not questioning
that. The point is that we have reason to

f
o U

belicve that bis managemsent style, in
particular, might have been a factor for, Jet's
say, his decision together with that of the
president that he step down. Now, how would
your management style differ?

MR. PERRY: Well, it's fair to say that
our mansgement styles are different. Our
personalities are different. I would probably be
a poor witness on trying to describe why mine
would be better or worse, but I —

SEN. WARNER: But it will be different,

MR. PERRY: They will be different,
simply because we're very different people.
But our philosophy and our objectives, what
we're trying to achieve in the Defense

. Department, are very similar.

SEN. WARNER: On a lighter side and to
phrase the question in a very simple form,
after your announcement at the White House, 1
was asked by the press what my views were.
And I said something along the following lines,
that having known you for these many years,
and watched you work, particularly in the
procurement cycle, that you would probably be
the best-qualified secretary to solve that
problcm which has plagued every secretary
since the inception of the department; namely,

- eliminating waste, fraud and abuse. And I said

that in all probability, you would be the one
that would eliminate the story on the $150
hammer versus the $50 hammer in the
hardware store. Was I right or wrong?
MR. PERRY: Senator Warner, you were
right, but I also want to point out that in my
list of the requirements, of the duties of the
secretary of defense, that was listed number
six, and that number one was overseeing our
CINCnndJothhiefs the military
operations —
* SEN. WARNER: [ got that. Let me go

- . quickly to s last point. On the carrier, you've

indjcated to me that you intend to carry
forward the president's commitment to
construct that carrier or at least seek
suthorization in Fisca) Year '95. Is that
correct?

" MR. PERRY: That is correct.

", SEN. WARNER: And are you prepared
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sole contractor to begin the negotiations of
contracts and particularly subcontracts which
could provide a basis for 2 savmg of us to 200
to $300 million?

MR. PERRY: I hive asked thc secretary
of the Navy to proceed in a way which will be
the greatest savings in dollars to the taxpayer,
and he will determine the procedure by which
that is to be done. I cannot testify to you
today on how he's going to do that, but I can
tell you what my guidance to him was,

SEN. WARNER: And that was to proceed,

MR. PERRY: To proceed in the most
efficient way possible with the greatest benefit
to the taxpayers.

" SEN. WARNER: Thanks very much.

SEN. NUNN: 'l"hank you, Senator
“Warner,

Senator Levin?

SEN. LEVIN: Thank you, Mr. Chairman.
Welcome, Dr. Perry, to you. I can't think of
anyone who has really got the experience, the
temperament that you have to address this job
at this time. You not only have the experience
which will aliow you to change the culture as
1o how we buy things in the Pentagon, which
is critical — although it's pumber six on your
list, maybe — that you also have, I believe, the
thoughtfulness that is required as to how we
address pew threats in a way which is essential
that we do. And 30 I commend you for taking
this job. I thank you and your family because
it was obvious when you were with the
president, when he announced your
appointment, that your family had a major role
in your decision to accept this position and had
some real questions about whether or not you
. should do s0. And I'm glad they reached the
conclusion they did and I'm glad you reached
‘the conclusion that you did. So wgowe them a -
thank you as well this morning.

MR. PERRY: Thank you, Senator Levin. I
might point out that the press has observed that
a principal deficiency I had for this job was
being soft-spoken, and I will work very hard to
overcome that problem.

SEN. LEVIN: The $20 billion in shortfall
that you mentioned is an outyear shortfall, first
of all. Is that correct?

] MR. PERRY: Yes.

£
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SEN. LEVIN: That's not in the 1995
budget.

MR. PERRY: That is correct.

SEN. LEVIN: That is in years two

- through five or three five?

3

+ MR. PERRY: Two through five.

SEN. LEVIN: Do you know what the
breakdown is year by year?

MR. PERRY: [don't have it in my head,
but I do know it.

SEN. LEVIN: Now you've indicated, and
1 think it's very important, that that shortfall
can be cured in a oumber of ways, not just by
increasing the size of the defense budget —

MR. PERRY: 'l1ntwillbelhelastway
considered.

SEN. LEVIN: but also by buying
smarter, being more efficient, management
reforms which you are going to work on. 1Is
that correct?

MR. PERRY: Absolutely,

SEN. LEVIN: The way I compute
management reforms, it's possible, for
instance, if we just saved a nicke! on & dolar ---
in the way we buy things in the Pentagon that
we would save over $2 billion a year in
procurement. Without asking you to go
through the math, 1 — would you not agree that
billions of dollars each year are at issue in the
way — if we can buy smarter?

MR. PERRY: [ certainly believe that,
Senator Levin. I have always been reluctant to
program in our budget savings for which I did
not have a concrete program to achieve,

SEN. LEVIN: But is your belief going in
that in the out years when we know more what
these savings can achieve, that they could,
indeed, amount to billions of dollars if —

‘MR. PERRY: 1 have considerable

-q:tnmm on that point.

SEN. NUNN: I'd just add so that
- everybody would understand where we are that
e already have programmed in under the
Bush administration billions and billions of
dollars of, quote, "'savings'' that have yet to
be identified. So there are all sorts of bullets in

“the defense budget now that is s clajmed
savings for various management reviews that
have not yet been realized, So I think we ought
to be very hesitant about grabbing some more



before we realize those we ve au i
projected.

SEN. LEVIN: Yeah. ] don't think - I
agree with the chair. We surely should not
grab anything that's not real. But there are real
savings 1 be achieved.

Just a few years — just two years ago we
reduced the budget request for additional
inventory by over $3 billion. And that's
because we already had upwards of $100
billion of surplus in inventory that we didn't
need. And yet there's a budget request that
came in a couple years ago that contained $3
billion more of stuff that we didn't need. We
cut it, it was never missed.

* == So I'mglad 10 bear that our oew secretary
is going to Jook for rea! savings. I fully agree
they've got to be real. We can't fantasize
savings, but his belief and his experience that
there are real savings to be achieved, it seems
to me, is essential if we're going to achieve
them.

And the next question 1 have has to do with
themtememdmyoumdeinmswertothe
questions oz page 14 of your answers, that you
favor U.S. assistance to belp the U.N. enhance
its ability to conduct peace operations and that
it is in our nationa! interest to do so. Can you
= is that your position?

MR. PERRY: Yes, it is.

SEN. LEVIN: And can you tell us some of
the ways in which we could enhance the
peacekeeping and peace enforcement capability
of the United Nations so that it could address
threats to world security, inchuding ours,
without s0 much reliance on us doing it, some
of the specific ways in which we might be able

to eahance that? -,
...~ MR. PERRY: Well, first of all, observe
um many of the peacekeeping, peace -
enforcement operations of the United Nanons r
we see as being in our national interests. Given
that they're in our national interests, having
the United Nations conduct them instead of
having the United States having to unilaterally
conduct them is a great benefit to us. Our -
problem in the past has been - one of our
problems in the past is that the United Nations
& not wel! equipped or well organized to
conduct these kind of operations. And in

—— - -

partcuar, taey re &mos: COmp.£ic.y ACQng &
command and control system for doing that. So
one of the things that we have recommended
that they do and we should assist them in doing
is gaining some sort of an adequate command
and contro] so that when they get involved,
when the U.N. is involved with the U.S.
support on peacekeeping operations, that they
will have the adequate command and contro! so
this will be an efficient, well run operation.
Now, 1 should say that in the meantime,
any military operation of any size needs to be
done under different command and control
armangements because those do not now exist
in the United Nations. And as we have Jooked

* at various options for being involved in

military operations on & ~ under U.N.
mandate, we have — the only two options we
see today are the — doing it under NATO,
where the command and control is in place and
very well exercised, or we can do it as it was
done in Desert Storm where there's a
multinational coalition put together and the
United States is responsible for putting the
command and control together.

SEN. LEVIN: My time is up. Thank you.

SEN. NUNN: Thank you very much,
Senator Levin.

Senator Cohen?

SEN. WILLIAM COHEN (R-ME): Mr.
Chairman, first a question or an observation to
Senator Warper. If he is paying $50 for a
hammer, ] suggest we're going to have to go
to a different commercial source for the
Pentagon. But - (laughter).

Mr. Perry, it's important, I think you and

. both agree, we all agree, that we have an

integrated and coherent defense and foreign
policy. And I use that in the singular as
opposed to '‘policies.’’ And I was impressed
that you would quote from Isaiah when you
$2id, **Whom shal! I send and who will go for
us?"" | think those are important questions, but
“there are two that at least should precade that,
and that is when and under what circumstances
will we send our men and women into battle
and under whose command and suthority will
they be asked to fight, something that Senator
Levin was just touching upon.

I think whether one Jooks at Somalia,



